STATE OF MAI NE Docket No. 97-759
PUBLI C UTI LI TI ES COWM SSI ON
Novenber 25, 1997

SACO RI VER TELEGRAPH & TELEPHONE ORDER
COVPANY

Request for Approval to Reorganize

by Transferring its Subsidiary

Corporations to its Sharehol ders

VELCH, Chairnman; NUGENT and HUNT, Commi ssioners

On Cctober 1, 1997, Saco River Tel egraph & Tel ephone Conpany
(Saco River T&T) filed a petition for approval, pursuant to 35-A
MR S A 8 708, for a reorganization of itself. Saco R ver T&T
proposes to transfer its subsidiary corporations to its Saco
Ri ver T&T's shareholders (a "spin-off").

Saco River T&T is presently owned by several sharehol ders.
Saco River T&T owns 100 percent of Saco Ri ver Communi cations
Corporation (Saco River CC). Saco River CC owns all or portions
of sone five other corporations, including Communications Design
(100%, Saco River Cellular, Inc. (100%, and Freedom Ri ng
L.L.C. See Exhibit A attached to this Oder.! Saco River T&T
proposes that Saco River T&T "will distribute as a dividend to
its stockholders pro rata the shares of Conmuni cations Design,
Inc. and Saco River Cellular, Inc." Thus, follow ng the
distribution, the present Saco Ri ver T&T shareholders will own
the shares of three separate corporations: Saco R ver T&T,
Commruni cations Design, Inc., and Saco River Cellular, Inc.? See
Organi zati on Chart on Exhibit B. Because of the common
owner shi p, however, Saco River T&T, Conmunications Design and
Saco River Cellular, as well as their subsidiaries, wll continue
to be affiliated interests.

'Exhibits A and B are organization charts that were attached
to Saco River T&T's petition

Saco River CC owns 50% of FreedomRing L.L.C ; Union
Tel ephone Conpany of New Hanpshire (not an affiliated interest)
owns the other 50 Freedom Ring L.L.C. is authorized pursuant
to 35-A MR S. A 8 2102 to provide both | ocal and interexchange
service in Maine. See Exhibit A

Prior to the distribution, Saco River CC (the current
internmedi ate parent of the other five corporations) wll nerge
into Saco River T&T or Conmuni cations Design, Inc. The choice
depends on "the requirenents to receive a favorable tax ruling
fromthe IRS. "
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Saco River T&T asserts that the corporate structure
foll ow ng the proposed reorgani zation is nore |ogical and better
i sol ates the operating incunbent |ocal exchange carrier, Saco
River T&T, fromits affiliates. It states:

A separation of its businesses would

encour age i nvestnents, both debt and equity,
by outside sources in areas of particul ar
interest to different investors. It would

al so permt the current owners to focus their
respective future investnments in areas of the
conpany reflecting an individual owner's
interests and appetite for risk, thereby

| essening the threat of corporate paralysis
arising fromdivergent views and persona
requi renents anong the owners. The proposed
reorgani zati on woul d noreover open the

vari ous unregul ated busi nesses of the conpany
to creative investnent opportunities for
outside investors as well as performance
incentives for key enployees, which would not
be practicable or appropriate in the context
of the present structure. To the extent that
the public naintains an interest in the
successful operation of Saco River’s wireline
t el ephone business, a clear separation of

t hat business from other ventures serves the
public interest by avoiding the potenti al
appear ance of inappropriate comm ngling of

ri sk and resources and by reducing the

regul atory burden of preventing such
conmmi ngl i ng.

We agree that the proposed reorgani zation results in a nore
| ogi cal structure and does appear to better isolate the
operations of an incunbent |ocal exchange carrier fromits
affiliated interests.

Saco River T&T also describes a "property allocation" that
assigns all assets and liabilities to each of the surviving
entities. Each entity will retain the sane assets and
liabilities it has prior to reorganization.

Saco River T&T also states that it and the affiliated
interests, although spun-off, will continue to have contracts or
arrangenments anong them for contracts and services that nust be
approved pursuant to 35-A MR S.A 8 707(3). In the Odering
Par agr aphs bel ow, we grant an exenption fromthe requirenent to
obtai n approval for contracts and arrangenents for services anong
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affiliates, unless Saco River T&T is a party to the arrangenent
or contract. Saco River T&T nmust continue to obtain approval for
any contract or arrangenent in which it provides goods or
services to an affiliated interest or an affiliated interest
provi des goods or services to it. Any existing contracts or
arrangenents that have recei ved Conm ssi on approval nay conti nue
in effect after the reorganization.

Accordi ngly, we
FI ND

That the reorgani zation of Saco River Tel egraph and
Tel ephone Conpany, as described herein, is consistent with the
interests of the ratepayers and investors of Saco R ver Tel egraph
and Tel ephone Conpany, and is therefore approved; and we

ORDER

That, unless the Conm ssion otherwi se orders after notice
and hearing, Saco R ver Comrunications, Inc. and Communi cati ons
Design, Inc. (affiliated interests of Saco R ver Tel egraph &

Tel ephone Conpany), and all affiliated interests of Saco River

Tel egraph & Tel ephone Conpany owned in whole or in part by them
once distributed to the sharehol ders of Saco River Tel egraph &
Tel ephone Conpany, wll be exenpted fromthe provisions of
section 708 (requiring approval of the Comm ssion for

reorgani zation), and fromthe provisions of section 707
(requiring approval of contracts or arrangenent for the provision
of goods or services between affiliated interests), so long as no
public utility subject to the regulation by Comm ssion (that is
not itself exenpted by the Comm ssion from needi ng approval under
sections 707 and 708) holds any equity interest in Saco River
Communi cations, Inc. or Communi cations Design, Inc., and so |ong
as Saco River Conmmunications, Inc. or Communi cations Design, Inc.
do not hold equity interests in any such public utility. Nothing
inthis Order shall be deened to exenpt Saco River Tel egraph &
Tel ephone Conpany in any way fromthe provisions of sections 707
and 708.

Dat ed at Augusta, Miine this 25th day of Novenber, 1997.

BY ORDER OF THE COWM SS| ON

Dennis L. Keschl
Adm nistrative Director
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COWMM SSI ONERS VOTI NG FOR: Wl ch
Nugent
Hunt



